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Pay Up, Folks: Diller Puts Free Internet Model on Deathwatch

Within 3-5 years, online consumers will pay for most high-quality video and other premium content that they now get

for free, IAC chmn/CEQ Barry Diller insisted on Wed. In a keynote Q&A with Businessweek columnist Jon Fine at the
Advertising 2.0 conference in NYC, Diller said the rush to put TV content on the Web stemmed more from a fear of end-
ing up like the music industry than a clear business plan. And as content providers and distributors like cable mull au-
thentication and other ways of monetizing online video, “an accident of a historical moment will be corrected” Diller said
subscriptions, micropayments and other ways of paying for content will emerge, noting that the broadband Web remains
in its infancy, and “the beginning of things is always a mess...5 years max, this will start to smooth out” Much of that will
depend on making it easy for consumers to pay, he said, lauding the simplicity of Apple’s iPhone when it comes to buy-
ing apps for as little as 99 cents. “The iPhone is a great example of how this is going to happen,” he said. But he said the
final shift will occur when broadband networks allow seamless migration of Internet video and other content to the TV
screen—whether or not a gatekeeper sits between them and content. “The big creative chaos comes when you get a re-
mote in front of a big screen that can access the Internet,” he said. Meanwhile, Fine nudged Diller to talk about last year’s
court battle with Liberty Media’s John Malone over IAC’s split into 5 companies (Diller won). According to Diller, the fight
created some tension, but “this was completely repaired.” -- In another IAC panel, Canoe Ventures CEQO David Verklin
cautioned against trying to make TV measurement a carbon copy of the Internet, arguing that online media “is not all
perfect” and advertisers should “take a lesson from what online has done well and where it's not done well.” Verklin cited
tracking cookies as one example, calling them “inexact targeting” and asking “can we improve on the cookie?”

New Leader: CableLabs’ board selected Paul Liao as the successor to longtime pres/CEO Dick Green, giving the Pa-
nasonic vet some large shoes to fill. He’'s ready and excited. Green “created an entity that has really reshaped the cable
industry, and the industry’s in an ideal position to really expand on that,” said Liao, who's poised to “really ride this ride of
new technology” An example is tru2way, of which Liao has intimate knowledge as Panasonic and Comcast are collabo-
rating in several markets on tru2way services and tru2way-enabled VIERA Plasma HDTVs. As such, Liao believes he’s
uniquely positioned to help “strengthen the ties between MSOs and the consumer electronics industry.” In a release, both
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Green and Comcast boss Brian Roberts laud the hire of Liao, who will matriculate to CableLabs next month.

Competition: DirecTV’s extending through weekend play this year its interactive service and 4-in-1 HD mix chan-
nel surrounding golf’'s US Open (Jun 18-21). Separately, the DBS op kicks off this week in Miami an ad campaign
touting its Spanish- and English-language programming service Mas. Dubbed “Somos,” the campaign features an
eponymous song developed by Latino musician Maridalia, who's serving as spokesperson.

Advertising: TNS Media’s 1Q ad data mirrors Nielsen’s (Cfax, 6/9) in cable’s 2.4% dip and is close in network TV’s
-4.2%, but other measures were quite disparate. TNS said national syndication grew 0.2% (versus -19%, according to
Nielsen), Spanish-language TV fell 15% (-1.1%) and overall advertising decreased 14.2% (-28%). According to TNS, ca-
ble, network TV and syndication saw improvement toward the end of 1Q owing to motion picture and restaurant spending.
-- Cablevision will commence offering same-day VOD ad insertion across its footprint later this summer, when the MSO
will also offer telescoping. The 24-hour ad opportunities include interactive on demand channels for Optimum Homes, Op-
timum Autos, Travel, Health and Electronics. -- Bid4Spots kicks off Thurs its 1st public auction for cable ad time a week
out, an online reverse auction that will occur every Thurs thereafter from 8am-noon PT. Advertisers pay in advance and
make spots available for review, and cable systems may decide which inventory to offer each week.

On the Hill: House Commerce chmn Henry Waxman (D-CA) and committee leaders released a GAO report on national
broadband deployment Wed that recommends the FCC work with the Depts of Ag and Commerce to “specify perfor-
mance goals and measures for broadband deployment and to define the departments’ roles and responsibilities in carry-
ing out the plan” Waxman, subcmte chmn Rick Boucher (D-VA) and Rep Zack Space (D-OH) sent the 44-page report to
acting FCC chmn Michael Copps as the Commission works on a national broadband plan.

DTV Doings: Nielsen’s final DTV update counts 2.8mIn HHs (2.5% of the TV market) as unready for Fri's DTV
transition. Younger, African American and Hispanic homes are disproportionately unready, while the elderly are the
most ready. Among the 56 local markets that Nielsen measures with electronic meters, Albuquerque-Santa Fe ranks
as the least ready, with 7.6% of HHs unprepared. The markets with the most unready households tend to be in the
Western US, where cable penetration is lower.

Customer Service: Despite improvement in other studies this year, Comcast and Time Warner Cable were highlighted
within the shameful portion of the Customer Service Hall of Shame and Fame, a collaboration of MSN Money and
polling firm Zogby Intl. According to the survey, 41% of respondents said Comcast’s service was “poor,” while 32% said
the same of TWC’s service, respectively ranking the MSQO’s 2nd and 5th in the “Hall of Shame” behind AOL (45%).
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Think about that for a minute...

Finally

Friday is “D”TV day. Finally. It's been a long, hard slog,
but the American broadcast television infrastructure

is going to turn off most of their analog transmitters
by midnight Friday night, and they will be “all digital”
Saturday morning. Maybe not on the same chan-
nels, maybe not reaching the same audience—but
life will go on, and technological advance will prove,
once again, to be slow and cumbersome in almost all
instances.

Now that may come as somewhat
of a surprise to some folks. After
all, wasn't there an almost instant
switch-over from records to cas-
settes (remember those?) or cas-
settes to CDs?

Well, of course the answer is no.
Those steps took years.

Steve Effros

The same is true of the “sweeping”
change brought about by satellite television, DBS.
Well, that didn’t really happen overnight either. It took
more than ten years. We seem to conveniently forget
these days about what was then called the “State
Flower of West Virginia”: the backyard three-meter
satellite dish.

That, by the way, was a satellite dish that picked up
an analog, not a digital picture. | know some satel-

lite folks who still say those dishes produced better
pictures than the new, smaller digital ones.

The point behind all this is that technology does not
really move as fast as we tend to think. The over-
whelming effect of the Internet is another great ex-
ample. Folks don’t seem to remember that the “world
wide web” may have been developed in 1995, but that
Internet and email started percolating well before that.

So the fact that it has taken more than ten years to
accomplish the digital transition for broadcasters is
neither extraordinarily long or surprising.

While clearly we are all very tired of hearing about the
transition, talking about it, reading headlines about it,
seeing “crawls” on our screens and so on—actually

it looks to me like the transition is likely to go surpris-
ingly well.

Sure, there will be dislocations. Yes, certain groups
will be disadvantaged for a short period of time, and
there will be unhappiness. But on the whole, the
government (yes, the government!), the broadcasters

and especially the cable industry did an excellent job
of doing whatever could be done to get folks prepared
and minimize the impact.

Yes, the cable industry, too! We have lots be proud of.

We stood up when the broadcasters wouldn’t, or
couldn’t and the CE industry was just sending out
press releases. We (thanks to some really good think-
ing by the folks at the NCTA) recognized that the big-
gest problem was going to be putting together effec-
tive call centers that could respond to the confusion of
the switch-over. The logic was simple: we have more
experience doing that than any of the other parties.

The government needed help, badly. They also need-
ed that help quickly. We supplied it. It worked.

Was the effort flawless? Of course not. Were some
mistakes made, or were there some call center folks
who said the wrong thing? Sure. And did the “con-
sumer advocate” folks choose to focus on that instead
of the enormous, public spirited effort that was put in?
What do you think?

But the fact is this was not our transition. We could
have sat on our hands and let the government try to
convince the broadcasters to do more. We could have
just aimed our efforts at getting new customers and
spent the millions we diverted into this effort on a sub-
scriber acquisition program. We didn’t.

Instead, we helped the transition as much as we
could, and finally, finally, it is here.

| think we will all be relieved when this is over. We can
go back to our business and not be criticized for actu-
ally doing what we are supposed to be doing: com-
pete and offer the best value to customers.

The irony is that if the last day of the transition goes
by without major trouble, lots of folks will wonder and
complain about what all the noise, and even the four-
month delay, was about.

You can’t win.

In this case, | think we, and the politicians and the
regulators have, in fact, won.

Finally.
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